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SUBJECT: MARCONA - FRIDAY MORNING MEETING WITH COMPANY 
OFFICIALS 

1. AMBASSADOR AND US TEAM MET MORNING OF OCTOBER 24 
WITH FURTH AND BRADFIELD OF MARCONA TO GO OVER KEY 
ELEMENTS OF POSITION TO BE TAKEN BY US SIDE IN AFTERNOON 
DISCUSSION WITH COMMISSION AND PRIME MINISTER. 

2. FSHLOW BEGAN BY POINTING OUT THAT WE WILL AGAIN 
STATE THAT WE DO NOT ACCEPT BOOK VALUE AND THAT 
(A) OOP'S BOOK VALUE DECREE DOES NOT APPEAR 

TO BE APPLICABLE TO THE MINING SECTOR, AND (B) PROCESS 
APPARENTLY EXCLUDES SOME $25 MILLION IN MARCONA ASSETS 
REPORTED IN THE PRICE, WATERHOUSE AUDIT OF DECEMBER 1974. 

3. US TEAM BRIEFLY OUTLINED APPROACH WE INTEND TO TAKE 

TO DEMONSTRATE EXAMPLES OF OTHER METHODS OF EVALUATION 
(APPRAISAL AND GOING CONCERN) WHICH RESULT IN MUCH HIGHER 
FIGURES (IN THE S120-MILLION RANGE). FURTH SAID THAT HE 
THOUGHT THIS WAS A GOOD APPROACH AND THAT IT SHOULD BE 
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PERSUASIVE TO THE COMMISSION. HE WENT ON TO RF, -EMPHASIZE 
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THAT MARCONA PERU WAS A VERY VALUABLE ASSET THAT A WILLING 

BUYER MIGHT PAY $350 MILLION FOR IN A PLACE 

RELATIVELY FREE OF RISK. HE NOTED, HOWEVER, THAT HE THOUGHT 

THE $ 120-MILLION FIGURE WAS A REASONABLE ONE UNDER THE 

CIRCUMSTANCES. 

4. FISHLOW THEN ASKED MARCONA REPRESENTATIVES TO EXPLAIN 
SOME SPECIFIC POINTS WHICH WERE NOT CLEAR TO US TEAM AND 
WHICH MIGHT BE RAISED BY COMMISSION. IT WAS POINTED OUT 

THAT SUBSTANTIAL DIFFERENCES, WHICH WOULD BE DIFFICULT TO JUSTIFY. 
EXISTED BETWEEN BALANCE 

SHEET PRESENTED TO US TEAM AS OF JUNE 30, 1975 AND DATA 
CONTAINED IN PRICE, WATERHOUSE AUDIT OF DECEMBER 31, 1974. 

FURTH EXPLAINED THAT THE PRIMARY DIFFERENCE IS CAUSED 
BY DIFFERENT ACCOUNTING TECHNIQUES IN PERU AND ' THE US. 

THE MARCONA BALANCE SHEET OF JULY CAME FROM PRELIMINARY 
DATA AVAILABLE IN US WHILE PRICE, WATERHOUSE REPORT WAS 
PREPARED IN ACCORDANCE WITH PERUVIAN LAW. IN EFFECT 
PERUVIAN LAW ALLOWS A FASTER RATE OF DEPRECIATION (A 
DIFFERENCE AFFECTING PERUVIAN EARNINGS AS WELL AS 
ULTIMATE BOOK VALUE) THAN IS PERMITTED UNDER US LAW. 

IN ADDITION THERE REMAINS AN EXCHANGE RATE ADJUSTMENT 
PROBLEM WHICH, ACCORDING TO FURTH, WOULD MEAN THAT DOLLAR 
VALUE OF PERUVIAN ASSETS UNDER THE PERUVIAN CALCULATION 
WILL TEND TO BE LESS THAN UNDER US CALCULATION. FISHLOW 
REQUESTED MARCONA TO PROVIDE US WITH AUDITED ACCOUNTS IN 
BOTH SOLES AND DOLLARS. FURTH WENT ON TO EXPLAIN THAT, 

IN ADDITION, THE DISCREPANCY ON ORE VALUES COULD WELL 
BE RELATED TO DIFFERENCES IN INVENTORY QUANTITIES. 

5. US TEAM ASKED MARCONA WHAT IT WOULD CONSIDER 

GOOD FAITH NEGOTIATIONS ON THE PART OF THE GOP. BRADFIELD 
STATED THAT IT DEPENDED ON WHAT WE GET FROM THE COMMISSION 
AND THE PRIME MINISTER TODAY (OCTOBER 24) BUT HE HOPED 
US TEAM WOULD CLEARLY PLACE THE BURDEN ON THE GOP TO COME 
UP WITH SOMETHING MORE REASONABLE. FISHLOW STATED HIS 
INTENTION TO ASK THE GOP TO COME UP WITH SOMETHING WITH- 
IN 7 - 10 DAYS FOR A RETURN VISIT WITHIN THAT TIME FRAME. 

IN THE MEANTIME BRADFIELD SUGGESTED THAT 
USG SHOULLD KEEP THE IFI LOANS OFF THE 
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BOARD SCHEDULES TO KEEP THE PRESSURE ON THE GOP. FINALLY. 

FURTH POINTED OUT THAT ONE CAN GO ONLY SO FAR WITH THE 
COMMISSION TO NARROW DIFFERENCES. AT SOME POINT THE ISSUE 
MUST BE PRESENTED AT A MUCH HIGHER POLITICAL LEVEL FOR 
A DECISION BY BOTH SIDES. 

6. FINALLY US TEAM SAID THAT IT WOULD BE HELPFUL 

TO HAVE A MORE DETAILED ANALYSIS OF THE PROCESS BY WHICH 
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MARCONA HAS ARRIVED AT THE FIGURES IT BELIEVES WOULD 
CONSTITUTE A REASONABLE SETTLEMENT. 

DEAN 
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